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Market Review

• Bond yields remain at historic lows around the world, with over $10 
trillion of government bonds trading at negative yields.

• Central banks in Europe and Japan continue their quantitative easing 
programs, pumping billions of dollars into markets and depressing 
credit spreads.

• US Federal Reserve has been hesitant to raise short-term rates as 
inflation and GDP growth remain stubbornly low.

• US 10-year Treasury notes continue to trade around 1.75% all in yield.

• Private credit markets are becoming increasingly popular with 
investors who are starved for yield.
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Fixed Income Goals

• We invest in Fixed Income for 2 reasons:
• To provide a steady flow on income to support the payment of benefits

• To dampen equity market volatility.

• Fixed Income assets are grouped into 2 “buckets” that mirror our goals:
• Rates bucket to provide exposure to global interest rates for volatility dampening

• Credit bucket to provide income
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Performance

PENSION

Portfolio Benchmark Relative

FYTD 4.76% 7.53% -2.77%

3 Year 4.39% 4.76% -0.37%

5 Year 4.74% 4.35% 0.39%

10 Year 5.49% 5.50% -0.01%

INSURANCE

Portfolio Benchmark Relative

FYTD 5.11% 7.53% -2.42%

3 Year 3.90% 4.76% -0.86%

5 Year 4.41% 4.35% 0.06%

10 Year 5.60% 5.58% 0.02%
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On 1/1/16 the Fixed Income benchmark was changed to a 50/50 blend of the Barclay’s US Universal and the 
US High Yield index. We made the change because we felt like that blended index would be more 
representative of the way we are investing our fixed assets. So, during the first 6 months of the fiscal year 
when the High Yield index posted a return of -6.82% it was not include in the benchmark, and it was included 
for the second half of the fiscal year when it returned 9.06%. For reference, if we had made the change to the 
blended benchmark at the start of the fiscal year, it’s return would have been 3.72% for the year.



Asset Allocation - Pension
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In January 2016 KRS adopted a new 
asset allocation that reduced the 
Fixed Income component of the 
KERS Hazardous, CERS, and CERS 
Hazardous plans from 20% to 12%. 
The Fixed Income allocation for the 
KERS plan was raised to 22% in 
recognition of that plans liquidity 
challenges.
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Portfolio Structure

$731,786,572, 49%$756,349,704, 
51%

Market Value - Pension

   Rates Group    Credit Group

$264,574,737, 
51%

$255,909,982, 49%

Market Value - Insurance

   Rates Group    Credit Group
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Portfolio Yield & Avg. Coupon
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Portfolio Duration Exposure
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Portfolio Fees

20.88

61.44

41.50

0

10

20

30

40

50

60

70

Fee (bps)

Fee Breakdown - Pension

   Rates Group    Credit Group    Total Pension

21.08

66.70

43.51

0

10

20

30

40

50

60

70

80

Fee (bps)

Fee Breakdown - Insurance

   Rates Group    Credit Group    Total Insurance

9



Credit Group Managers

$85,725,499, 11%

$254,148,936, 
34%

$132,711,196, 
18%

$193,094,576, 
25%

$90,669,497, 12%

Credit Group - Pension

Shenkman (Bank Loans) Columbia (US High Yield)

Waterfall (Distressed ABS) Marathon (Global Multi-Sector Credit)

Cerberus (Direct Lending)

$39,976,387, 16%

$51,438,192, 20%

$46,576,257, 18%

$79,060,791, 31%

$38,858,356, 15%

Credit Group - Insurance

Shenkman (Bank Loans) Columbia (US High Yield)

Waterfall (Distressed ABS) Marathon (Global Multi-Sector Credit)

Cerberus (Direct Lending)

10



Credit Group – Yield Comparison
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Rates Group Managers

$303,947,341, 
42%

$427,839,230, 
58%

Rates Group - Pension

NISA (US Agg) Manulife (Global Total Return)

$103,159,217, 
39%

$161,415,520, 
61%

Rates Group - Insurance

NISA (US Agg) Manulife (Global Total Return)
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Rates Group – Yield & Coupon
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Individual Manager Review
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NISA Investment Advisors

• Mandate: US Core Bonds

• Benchmark: Barclays US 
Aggregate Index

• Last On-Site Review: June, 2016

NISA - Pension

Net Performance Thru 9/30/16

Portfolio US Agg Relative

FYTD 0.49% 0.46% 0.03%

1 Year 5.78% 5.19% 0.59%

3 Year 4.35% 4.03% 0.32%

5 Year 3.25% 3.08% 0.17%
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Manulife Asset Management

• Mandate: Global Total Return

• Benchmark: Barclays US 
Universal Index

• Last On-Site Review: July, 2015

Manulife - Pension

Net Performance Thru 9/30/16

Portfolio
US Universal

Relative

FYTD 1.02% 0.96% 0.06%

1 Year 6.00% 6.11% -0.11%

3 Year 3.97% 4.27% -0.30%
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Columbia Threadneedle

• Mandate: US High Yield

• Benchmark: Barclays US High 
Yield Index

• Last On-Site Review: Sept 2016

Columbia - Pension

Net Performance Thru 9/30/16

Portfolio

US High 
Yield

Relative

FYTD 4.26% 4.85% -0.59%

1 Year 7.65% 9.07% -1.42%

3 Year 6.20% 5.40% 0.80%
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Shenkman Capital Management

• Mandate: US Bank Loans

• Benchmark: 50% Barclays Capital 
U.S. High Yield Index and 50% 
Barclays Capital U.S. High Yield 
Loans Index

• Last On-Site Review: May 2016

Shenkman - Pension

Net Performance Thru 9/30/16

Portfolio
Custom Index

Relative

FYTD 3.14% 3.08% 0.06%

1 Year 4.23% 5.46% -1.23%

3 Year 3.56% 4.19% -0.63%

5 Year 5.67% 6.78% -1.11%

29



30



31



Waterfall Asset Management

• Mandate: Distressed securitized 
debt

• Benchmark: 60% Barclays US 
High Yield Index / 40% Barclays 
US Floating Rate ABS Index

• Last On-Site Review: May 2016

Waterfall - Pension

Net Performance Thru 9/30/16

Portfolio
Custom Index

Relative

FYTD 4.07% 3.66% 0.41%

1 Year 5.08% 7.89% -2.81%

3 Year 8.08% 3.55% 4.53%

5 Year 9.11% 5.45% 3.66%
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Marathon Asset Management

• Mandate: Multi-Sector Global 
Credit

• Benchmark: Barclays US High 
Yield Index

Marathon - Pension

Net Performance Thru 9/30/16

Portfolio
US High Yield

Relative

FYTD 5.13% 5.13% 0.00%

YTD 10.01% 15.11% -5.10%
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Cerberus

• Mandate: Private Credit – Direct 
Lending

• Benchmark: S&P LSTA Leveraged 
Loan Index

• Last On-Site Review: May 2016

Cerberus - Pension

Net Performance Thru 9/30/16

Portfolio

S&P LSTA Lev 
Loans Relative

FYTD e 2.25% 3.08% -0.83%

1 Year e 8.72% 5.46% 3.26%
*** Returns for September 2016 are preliminary
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